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Apart from the municipal banks in some of the larger cities,
the only two German foundations comparable to public banks
elsewhere were the creations of Hohenzollern and Habsburg.
The former office,, called the Konigliche Giro- und Lehnbank
zu Berlin (1765-1846), was primarily a land bank, though it
tried hard to develop deposit and transfer business with the
merchants. As with the other banks dependent on the profit
of mortgage transactions, it was found difficult to get enough
revenue from investments to satisfy the pressing throng of
depositors. It was even necessary to turn depositors away.
Naturally the State could offer employment, but of unsatis-
factory character, for the unlendable balances, with the result
that payments had to be suspended in 1806. While in this case
the Crown with Prussian perseverance did its honest best to
convert its foundation into an economic asset to the undeveloped
territories which it ruled, the Habsburgs, always suspicious of
the mercantile interest, were disposed to treat their Wiener
Stadtbank (founded 1703) merely as a financial department of
State. True, the Vienna Bank accepted deposits and paid
interest to lenders, but it was only a bank in the sense that the
modern British Post Office Savings Bank is one. The object
was to secure a pool of money for the purpose of State finance.
Even the note issues, beginning in 1762, were made solely for
government borrowings, and by this time the city of Vienna had
surrendered the supervision which it exercised on behalf of
State creditors to the Government itself. From 1797 the notes
became irredeemable.

It must be clear from all the examples discussed that a general
tendency manifested itself, especially in the commercially back-
ward regions of Europe, for public banking institutions to be
diverted from their original purposes to become paper-issuing
houses in the service of the territorial rulers. It is the old story
of debasement told again in new language. Yet there appears
nowhere to have been a deliberate intention of defrauding the
public. Even had statesmen understood beforehand the prob-
able economic consequences of an over-issue of inconvertible
paper, they might have argued that a taste of inflation now and